October 3, 2018

Attention: David Kucharsky, Planning Director
Town of Lexington Planning Board

1625 Massachusetts Avenue

Lexington, MA 02420

RE: Updated Application Materials for Proposed Planned Development District (PD-3)
Waterstone / Bridges at Lexington
55 and 56 Watertown Street

David:

This letter describes a package of material that revises and clarifies National Development’s PD-
3 proposal for 55 and 56 Watertown Street (the “Project”). Since our original June 8 application,
we’ve submitted two formal updates to our proposal:

1. A letter to you dated September 5, 2018 that responds to questions and requests that your
office made in a memorandum to us dated July 27, 2018.

2. A letter to Chairperson Ginna Johnson dated September 6, 2018 responding to an August
6 email from Ms. Johnson.

Recently, we received a memorandum from Ross Morrow (Assistant Town Engineer) dated
September 28, 2018 providing comments on the proposed design for Waterstone/Bridges related
to stormwater, water, sanitary sewer and traffic. Our response to this memorandum from Stantec
(the Project’s engineer) is attached as “Attachment # 1

Through your office, we have also recently received comment letters (or emails) from the Town
of Lexington’s Fire Department, Police Department and Conservation Commission office. We
trust that these comment letters will be shared with the Planning Board. We are pleased to see
that these comment letters are favorable and did not raise any questions or issues with the Project
that we have not addressed either herein or in previous correspondence with your office (or that
will be reconfirmed and addressed in due course during the site plan approval process should the
Project receive Town Meeting approval).

In order to memorialize changes and clarifications addressed in all three of our response letters
listed above as well as other changes that we have implemented in response to board member
and resident feedback received at recent Planning Board and Board of Selectmen meetings, we
are submitting updated versions of several sections of our original application. For convenience,
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we have updated the table of contents submitted with our original application indicating which
sections have changed and in what ways. This revised table of contents is included in this letter
as “Attachment #2”

This letter also serves to correct two typographic errors in the original PD-3 application
materials. Specifically:

1. Inthe Introductory letter from Attorney Farrington (dated June 12), reference was made
incorrectly on page two, Section 3 to “Lexington’s 2014 Comprehensive Plan.” Instead,
the intended reference was to “Lexington’s Housing Production — March 2014.”

2. Inthe “Reasons for Rezoning” statement from Attorney Farrington, the number of
housing lots that could be constructed under base zoning is indicated to be 14. However,
based on comments from Planning Department staff, we have revised the proof plan for
Lot A, which resulted in the loss of one house lot. As such, the total number of housing
units that could be constructed under base zoning is 13. As indicated below, the revised
proof plan for Lot A is included in the materials being delivered to the Town with this
letter.

In addition to revising/updating documentation submitted with the original Waterstone/Bridges
application, we have prepared supplemental material in response to questions raised in the course
of our recent meetings and hearings with various boards and other stakeholders in Lexington.
This supplemental material attached to this letter is as follows:

3. Attachment #3: Market Demand Analysis for the Waterstone/Bridges communities.
4. Attachment #4: Referral Network and Outplacement procedures for Waterstone/Bridges

5. Attachment #5: Traffic Impact Study Addendum #2 (dated 9/28/2018) prepared by
Stantec. This Addendum focuses on two topics: a response to the Howard Stein Hudson
peer review; and, a response to Planning Board questions related to speed limits and
associated tree clearing for site lights.

If you have any questions related to the revised PD-3 materials submitted herein, please do not
hesitate to contact me (617-559-5046 or ssenna@natdev.com).

Sincerely,

Steve Sov
Steve Senna
Development Project Manager

cc David Fields
Carol Kowalski
John Farrington
Ted Tye
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LEXINGTON, MASSACHUSETTS

June 8, 2018
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The coversheet has been relabeled as PD-3 (instead of PD-4). While the general footprint
and overall unit count remains the same, Elkus Manfredi has made substantial changes
to the massing and architectural detailing of the Waterstone building that, among other
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Waterstone/Bridges at Lexington — Market Demand Analysis

55 & 56 Watertown Street

Lexington MA

September 2018

Sources: VisionLTC and NICMAP Data Service

Proposed Project(s)
e Waterstone (Independent and assisted Living)
156 total rental units (116 units independent and 40 units assisted)

e Bridges (dedicated memory care assisted living)
48 rental units

Defined Primary Market Area

The primary market area identifies the geographic region in which a project can expect to draw most of
its residents. Typically, between 50% to 75% of senior living residents are drawn from the market area.
Utilizing drivetime boundaries (15 or 20 minutes) is a typical methodology in defining a senior living
primary market area. For this location, a 15-minute drivetime boundary was utilized.

Lexington is the key draw followed by Cambridge, Arlington, Belmont, Waltham, Watertown and parts
of Winchester.
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Waterstone/Bridges at Lexington — Market Demand Analysis

Key Demographic Attributes of the Primary Market Area

The market area’s total population is expected to grow by 3% through 2023, with the 75+ senior
population (the senior living target market) is projected to grow by 10% from 27,900 (CY 2018)
to 30,600 (FY 2023).

The concentration of the 75+ senior population in the market area is expected to increase over
the next 5 years and account for 7% of the total population by 2023.

Market area median income among the 75+ age group is $44,500.

0 Among the 75+ target market, 49% of the 75+ households will have incomes higher than
$50,000; 33% higher than $75,000 and 24% higher than $100,000.

Town of Lexington’s median income among the 75+ age group is $64,500

0 In Lexington, among the 75+ target market, 57% of the 75+ households will have

incomes higher than $50,000; 44% higher than $75,000 and 34% higher than $100,000
Many seniors use home sale proceeds to pay for independent and assisted living rent

O 61% of the market’s 75+ age households are owner occupied

0 52% of the market’s 75+ age owner households do not have any mortgage debt.

0 The median home value is projected at $627,000 in the market area and $897,000 in
the town of Lexington.

Combined, the market’s 75+ age median household income of $44,500 and 75+ age home
equity values (net proceeds from sale) create a substantial base of income qualified seniors (age
75+) who can afford projected rents.

0 Total # income qualified 75+ households (HHI $75,000+) in the market area is 5,500 in
CY 2018 and is expected to grow to 6,900 in FY 2023 (or a 25% increase)

0 If one assumes 75+ age group with 20% debt on housing value and 10% sale transaction
and moving costs ... the average 75+ net proceeds of $434,000 which could be spent
down over 10 years at $43,400 per year.

Waterstone’s independent living affordable program for 17 apartments will follow HUD’s Low
Moderate Income Limits (80% of area median income)(Boston-Cambridge-Quincy MSA)

O One bedroom rents will be $1,623 with income limits within the $48,675 to $64,900
income range (CY 2018 dollars)

0 Two bedroom rents will be $1,825 with income limits within the $54,750 to $73,000
income range (CY 2018 dollars)

O Note that HUD does not have a limit on assets that are owned but does include a % of
total value of the assets in determining annual income.

Adult-Children (age 45-64) are influencers in their parents’ living and care decisions. Adult-
children households currently account for 34% of the market’s total households and is expected
to grow by 7% over the next 5 years to a total of 63,000 by CY 2023.
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Waterstone/Bridges at Lexington — Market Demand Analysis

Key Competitive Supply
e There are currently 557 independent living units (includes units that are have been permitted
and/or currently under construction units) in the market area. Of those 457 are entrance fee
CCRC units that require an upfront entrance fee (range between $500,000 and $750,000) upon
move in as well as a monthly service fee. There are also 100 independent living rental units in
the marker area. Independent living average occupancy rate in the market area is at 97% (for
projects that are open and operational).

e There are approximately 1,250 assisted living units (includes units that are have been permitted
and/or currently under construction units) in the market area with an average occupancy rate
of 93% (for projects that are open and operational). 95% of these units are rental units.

e There are approximately 411 memory care units (includes units that are have been permitted
and/or currently under construction units) in the market area with an average occupancy rate
of 90% (for projects that are open and operational). These are 100% rental units.

Unmet Demand
e Utilizing specific industry and market are assumptions regarding typical senior housing demand
trends, this market area shows significant unmet demand for rental independent living and
memory care assisted living and modest unmet demand for assisted living
O Rental independent living units there is an unmet need of 190 units CY 2018 that
grows to 350 units in FY 2023
0 Memory care units there is an unmet need of 280 units in CY 2018 that grows to 390
units in FY 2023.
0 Assisted living units is currently at saturation in CY 2018 but unmet need grows to 80
units in FY 2023.
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Referral Network and Outplacement



Waterstone at Lexington
&
Bridges at Lexington

REFERRAL NETWORK AND OUTPLACEMENT

Our staff works with families to enable residents to continue to live for as long as possible in
their apartment as their care needs evolve. This includes assisting families in bringing in
additional care providers (hospice, home health and private home care agencies) to ensure that
resident care needs are being met. Waterstone and Bridges establish referral relationships
with local providers, but will work with the provider(s) that the family or the resident’s
physician chooses.

As a policy, we provide quarterly clinical assessments (by a licensed nurse) on all of our assisted
living and memory care residents and are in constant dialogue with families (and the residents’
physicians) about the care needs of the residents.

If we believe that a resident can no longer remain safely in his/her apartment, we will assist the
family in moving the resident into a more appropriate setting based on care needs. That may
entail a move from independent living into an assisted living unit, a move onto a secure
memory care unit from an assisted living unit, or a placement into a skilled nursing facility. We
will also make recommendations of 2 to 3 quality skilled nursing facilities within our referral
network. In addition, we work with the preferred hospital system of the resident’s physician.
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Traffic Study Amendment #2



